
1 

Teacher Compensation Reform: 
A Market-Based Perspective 

Michael Podgursky 
University of Missouri – Columbia 
CALDER, NCPI  
TIF/CECR Seminar 
Bethesda, MD  
June 6, 2008 



2 

•   2004-05  $179b salaries, $50b benefits 
•   55% of current spending, 90% of 

instructional spending 
•     “…  human resources are key to organizational success 

or failure.  It is perhaps going too far to say that excellent 
HR policies are sufficient for success.  But success with 
poor HR policies is probably impossible, and the effects 
of improved HR success are potentially enormous.”   

•   (Baron and Kreps, 1999, emphasis in original).  
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Overview 
•   Current Compensation 

–  Quantity-Quality tradeoff 
–  Single Salary Schedule 

•   Field Shortages 
•   Inequitable exposure to novice teachers 
•   Loss of effective teachers 
•   Confounding factors 

–  Reforms  & Research 
–  Deferred Compensation (Pensions, OPEB’s) 
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Teacher Quality/Compensation 
Quantity-Quality Tradeoff 

•   Digression (slightly, HR strategy of 
districts) 
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Student Enrollment, Teacher and Non-Teacher Employment 
In Public Schools:  1980 - 2003 

3.049m Public School Teachers 
Fall, 2003 

$37,663 

$46,704 

$63,137 
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Falling Student-Teacher Ratios 
U.S. and Missouri, 1987-2004   
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Current Compensation 

•   Single Salary Schedule 
–  Rigid by  

•   Teaching field 
•   Schools within a district 
•   Teaching effectiveness 

•   “You Can’t Repeal the Law of Supply and 
Demand” 
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Easy 

Very  
Difficult 

Could not fill 

By Teaching Field … 
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How Difficult Was It to Fill Vacancies? 
Elementary Education by Poverty 
Level 

Source:  2003-04 SASS 
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Percent Student Poverty and Percent Novice Teachers: 
Elementary Schools in Nine Largest Missouri School Districts, 2005-06 
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By Teacher  
Quality… 
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Confounding factors   

•   Tenure 
•   Size of Wage-Setting Units 
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Size of Wage-Setting Units … 
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Types of Incentives 

“Does the district currently use any pay incentives such as cash bonuses, 
a salary increase, or different steps on a salary schedule to reward …”  
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Does The District Use Pay Incentives to Recruit 
Or Retain Teachers to Teach in Fields of Shortage? 
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Incentives by Teaching Field 
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Research Findings 

•   Field Differentials 
•   School Differentials 

–  Large literature on teacher turnover and 
mobility (relative pay matters) 

–  NC: Clotfelter, Glennie, Ladd, Vigdor (2006) 
•   Performance pay 

–  Podgursky and Springer (2007) 
–  Nashville experiment (NCPI) 
–  Muralidharan and Sundararaman (2008) 
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INCENTIVES (Conditional on Improvement in Student Learning) 

INPUTS (Un 

conditional) 

NONE GROUP BONUS INDIVIDUAL 
BONUS 

NONE 
CONTROL   

(100 Schools) 
100 Schools 100 Schools 

EXTRA PARA 
TEACHER 100 Schools 

EXTRA BLOCK 
GRANT 100 Schools 

Muralidharan and Sundararaman (2008) 
Teacher Performance Pay: Experimental Evidence from India 
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Total Compensation = Current 
+ Deferred Compensation 
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Conclusions   

•   “Regulatory space” & incentives for 
experimentation 
–  NCPI, TIF 
–  Retirement benefits:  Cash balance, DC option 

•   Math and science 

•   Evaluation 


